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AMENDING THE CIVIL SERVICE RETIREMENT ACT OF 
MAY 29, 1930 





WEDNESDAY, JULY 18, 1956 


HovsE or REPRESENTATIVES, 
SUBCOMMITTEE OF THE 
CoMMITTEE ON Post Orrice AND CIvIL SERVICE, 
Washington, D. C. 


The subcommittee met at 9:30 a. m., Hon. John Dowdy (chairman 
of the subcommittee), presiding. 

Mr. Dowpy. The subcommittee will please come to order. 

This subcommittee was appointed to consider H. R. 4124, a bill to 
amend the Civil Service Retirement Act of May 29, 1930, to provide 
annuities for widows of officers and employees se parated from the 
service with title to deferred annuity who die before having estab- 
lished a valid claim for annuity. Members of the subcommittee are 
Mr. Alexander and Mr. Gross, and I was designated chairman. 


(H. R. 4124 follows:) 


[H. R. 4124, 84th Cong., 1st sess.] 


A BILL To amend the Civil Service Retirement Act of May 29, 1930, to provide annuities for widows of 
officers and employees separated from the service with title to deferred annuity who die before having 
established a valid claim for annuity 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 12 (f) of the Civil Service Retirement 
Act of May 29, 1930, as amended, is amended to read as follows: 

““(f) In case any separated officer or employee who is entitled to a deferred 
annuity as provided in section 7 hereof shall die before having established a valid 
claim for annuity and is survived by a widow, such widow shall, as she may elect 
by written statement to the Civil Service Commission, either (1) be paid an annuity 
beginning on the first day of the month following the death of the officer or em- 
ployee or the first day of the month following the widow’s attainment of age fifty, 
whichever is the later, equal to one-half the amount of an annuity computed as 
provided in section 4 (a), 4 (g), or 3A hereof, as the case may be, with respect 
to such officer or employee as if he had retired under the disability provisions of 
this Act, with payment thereof or any right thereto to cease on the death or re- 
marriage of the widow, or (2) be paid the total amount credited to the individual 
account of such officer or employee with interest at 4 per centum per annum to 
December 31, 1947, or the date of separation, whichever is the earlier, and 3 per 
centum per annum thereafter, compounded on December 31 of each year, to date 
of death. If such officer or employ ee leaves no surviving widow, such total amount 
credited to the individual account of such officer or employee, together with inter- 
est as specified in the preceding sentence, shall be paid, upon the establishment of a 
valid claim therefor, in the order of precedence prescribed in subsection (e).”’ 

Sec. 2. (a) The amendment made by this Act shall take effect as of July 1, 
1954. 

(b) No annuity shall be payable by reason of the enactment of this Act for 
any period prior to the first day of the first month following the date of enact- 
ment of this Act. 

(c) No annuity shail be payable by reason of the enactment of this Act to any 
surviving widow to whom the total amount credited to the individual account 
of the officer or employee, together with interest, has been paid, prior to the 
first day of the first month following the date of enactment of this Act, pursuant 
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to section 12 (f) of the Civil Service Retirement Act of May 29, 1930, as amended, 
unless such widow redeposits such total amount plus interest in the civil-service 
retirement and disability fund. 

Mr. Downy. This legislation provides that, in the case of a sepa- 
rated employee entitled to a deferred annuity who dies before the 
annuity vests, the surviving widow may elect either (1) to receive an 
annuity equal to 50 percent of the deferred annuity or (2) receive the 
lump-sum credit in the retirement fund (with interest to date of death) 
standing to her deceased husband’s account. If there is no surviving 
widow, the lump-sum credit, with interest, will be paid to the desig- 
nated beneficiary or beneficiaries, if any, or to other eligible claimants 
as now provided for payment of lump-sum benefits under the Civil 
Service Retirement Act. 

The bill also provides for a surviving widow redepositing (prior to 
the first month after enactment of the bill), with interest, any lump- 
sum credit she may have been paid previously, and thereby having the 
right to elect an annuity in lieu of the lump-sum credit. 

Mr. Frazier, the sponsor of this legislation, is with us this morning 
and will explain his bill. We will be glad to hear from you now, Mr. 
Frazier. 


STATEMENT OF HON. JAMES B. FRAZIER, JR., A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF TENNESSEE 


Mr. Frazter. I am J. B. Frazier, Jr., a Member of Congress from 
the Third District of Tennessee. 

I appear before the committee to testify in regard to H. R. 4124, 
which is a bill to amend the Civil Service Retirement Act of May 29, 
1930, to provide annuities for widows of officers and employees sepa- 
rated from the service with title to deferred annuity who die before 
having established a valid claim for annuity. 

This legislation was introduced by me for the purpose primarily of 
trying to establish the rights of the widow of one Otto T. Ault. She 
resides in my congressional district. Mr. Ault served for 13 vears and 
9 months as an assistant United States attorney and afterward as 
United States attorney for the Eastern District of Tennessee. Prior 
to that, he had had practically 2 years as a member of the armed 
services. He suffered a stroke about a year before he resigned and 
tried to carry on his duties as United States attorney after having 
suffered that stroke, but reached the conclusion that he did not feel 
physically able to perform his duties. So he tendered his resignation 
as United States attorney. 

[ confidently believe—and I do not think there is any doubt of 
it—that he could have retired under disability at that time; but he 
was a very conscientious man as demonstrated by this fact: During 
World War I, he was gassed pretty seriously over there in France 
and, on his discharge, showed that he suffered a disability, but he 
would not take any compensation at any time during his life. 

Mr. Ault, after his resignation and before he became 62 years of 
age, wrote to the Civil Service Commission the following letter: 
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FEBRUARY 16, 1954. 
Unitrep States Civit Service CoMMIssion, RETIREMENT DIVISION, 
Atlanta, Ga. 

I am enclosing herewith application for retirement, under the civil service 
retirement system. You will note I have elected B reduced annuity with benefit 
to widow. 

I will be 62 years of age the 9th day of October 1954. Please make retirement 
effective as soon thereafter as possible. If any further data or information is 
desired, please advise. 

Orro T, AuLt, 
Post O fhice Box &1, 
Pikeville, Tenn. 

I would like to file a photostatic copy of this letter as exhibit 
No. 1. 

On March 1, 1954, Mr. Ault received a form letter in response to 
the one I have just read, on which certain paragraphs are marked 
with an “x’’ in which the Commission states: 

It is noted on your application for annuity, based on service followed by separa- 
tion, that you have not yet attained the age at which you will be entitled to receive 
the annuity. 

I would like to file that as exhibit No. 2. 

(The letter above referred to is in full as follows:) 

UniTEp Srates Civit SERVICE CoMMISSION, 
Washington, D. C., March 1, 1954. 
Mr. .Orto T. AULT, 
Post Office Box 81, Pikeville, Tenn.: 

Your application for annuity under the Civil Service Retirement Act is dis- 
missed for the reason given in the paragraph below indicated by an [X]: 

It is noted on your application for annuity, based on service followed by separa- 
tion, that you have not yet attained the age at which you will be entitled to receive 
the annuity. In cases of involuntary separation not for cause, prior to April 1, 
1948, the annuity is payable at age 55. In eases of voluntary separation or sep- 
aration for cause, prior to April 1, 1948, the annuity is payable beginning at age 62. 

{[X] Itis noted on your application for annuity, based on service followed by 
separation, that you have not yet attained age 62, when you will be entitled to 
receive an annuity. 

Ninety days before you attain the required age, you should request this office 
to furnish you with an application for retirement benefits. Upon receipt of your 
application at that time, prompt action will be taken to determine your eligibility 
for benefits under the Civil Service Retirement Act. 

P. 8.—The section of the law under which you will retire does not permit you 
to name a survivor to receive annuity payment. The annuity you will be entitled 
to on November 1, 1954, will be paid only during your lifetime. 

RETIREMENT DrvisIon. 


Mr. Frazier. Then I would like to file as exhibit No. 3 a photo- 
static copy of a statement that was sent to Mr. Ault from the Civil 
Service Commission, which sets out the conditions with respect to 
survivor’s annuity, and so forth. 

(The matter above referred to was filed with the committee.) 

Mr. Frazier. I would like also to file a photostatic copy of an 
application for retirement which Mr. Ault mailed to the civil service 
retirement system in which is set out the date of his birth as October 
9, 1892, the date of final separation from service as January 17, 1953, 
and which showed he had approximately 14 years’ service in the 
Department of Justice as United States attorney and assistant 
United States attorney. It also shows that the date of birth of his 
wife was December 2, 1904. It also shows he served in B Battery, 
114th Field Artillery, from June 30, 1917, to April 7, 1919. I would 
like to file that as exhibit No. 4. 

(The matter above referred to was filed with the committee. ) 
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Mr. Frazier. I would also like to file as exhibit No. 5 a photo- 
static copy of his application for annuity, showing the type of annuity 
he selected in his application, which was B. Reduced Annuity With 
Benefit to Widow.”’ 

(The matter above referred to was filed with the committee.) 

Mr. Frazinr. | would also like to file as exhibit No. 6 a photostatic 
copy of a statement from the United States civil service retirement 
system that was sent out to employees of civil service in or under the 
Federal Government and the District of Columbia, including service 
in temporary —— and positions excepted from the competitive 
requirements of the Civil Service Act and “generally all periods of 
active honorable military service are creditable’ and stating that 
“Military service means service in the Army, Navy, Marine Corps, 
and Coast Guard. The word ‘service’ used hereafter means ‘creditable 
service’.’’ I would like to file that as exhibit No. 6. 

(The matter above referred to was filed with the committee.) 

Mr. Frazier. I would like also to file as exhibit No. 7 a photo- 
static copy of Mr. Ault’s certificate of membership in the retirement 
system, which sets out the salary he was making over that period of 
13 years and 9 months as United States attorney. 

(The matter above referred to was filed with the committee.) 

Mr. Frazier. I would like to file also as exhibit No. 8 a statement 
from his doctor, Dr. Carl A. Hartung, which states: 


To Whom It May Concern: 


This is to certify that Mr. Otto T. Ault was under treatment by me from May 
1950 until January 1953. First he had a rather severe brain hemorrhage and 
was hospitalized at Erlanger Hospital in October 1950 for this condition. Follow- 
ing his partial recovery for this condition he returned to his former duties but 
was seriously disabled because of his previous brain damage in addition to the 
fact that he had severe high blood pressure and generalized arteriosclerosis. 

As far as I am concerned I certainly would have recommended a disability 
claim for him as of the 17th of January 1953. I felt that this person kept at 
his work a long time after he was physically disabled. 

Yours sincerely, 
Cart A. Hartuna. 


Mr. Frazier. Also I would like to file a statement from Judge 
Leslie R. Darr, chief judge of the United States District Court of 
the Eastern District of Tennessee, in regard to his service, which 
reads as follows: 

APRIL 4, 1956. 


STATEMENT OF LESLIE R. Darr, Cuier JupGs, Unirep States District Court, 
EasTERN District oF TENNESSEE, CHATTANOOGA, RE H. R. 4124 


In connection with the justice that could be done by the passage of this bill, 
I give the following information concerning the late Otto T. Ault. 

Mr. Ault was born October 9, 1892, died July 6, 1954, age 61 years, 8 months, 
and 27 days. 

His service with the Government is as follows: United States Army, June 30, 
1917, to April 7, 1919—1 year, 9 months, and 7 days; Department of Justice, 
assistant United States attorney and United States attorney for the Eastern Dis- 
trict of Tennessee—March 24, 1939, to January 17, 1953, 13 years, 9 months, 
and 23 days. Total Government service—15 years, 7 months, and 0 days. 

I personally knew Mr. Ault for some 30 vears before his death and particularly 
knew of his splendid service to the Government when he was assistant United 
States attorney and United States attorney for our district. His character was 
excellent and remained so to his death and he had outstanding ability in his 
profession. 
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[ also personally know that he had what we laymen ¢all a partial stroke which 
incapacitated him and that for some time before his death he was really totally 
disabled to perform services for which he was trained, Doubtless his diseased 
arteries finally resulted in a heart attack causing his death. 

I am sure that he could well have sustained retirement for total disability for 
some years, or more, before his death. 

Mr. Ault was a person who did not push himself at all, even to the extent that 
he would not assert his own rights. He had much courage and fortitude and did 
not get over to the idea that he was really totally disabled, when actually he was. 

Hope this statement will be of some benefit to the subcommittee and the com- 
mittee in making arrangements to care for the widow of the type man of Mr, Ault. 

Respectfully submitted. 

Lesuig R. Darr. 


Mr. Frazier. Also I would like to file a letter from Judge Alan S. 
Kelly, judge of the 18th circuit court of Tennessee, which reads: 
Marca 31, 1956. 


The Chairman and Members of the Post Office and Civil Service Committee, 
House of Representatives, Washington, D. C. 

GENTLEMEN: I wish to urge favorable consideration of House bill 4124. 

In its application to Mrs. Ault and all others situated as she, nothing more than 
simple justice would be done. 

Others have furnished exact data as to the length of his military and civilian 
service in the Government. For some time before his entry into the Government 
service, I knew him intimately until his death. He was an official of the finest 
character and, at the time of his retirement was disabled and, thereafter, until 
his death comparatively inactive. 

Thanking you, I am, 

Sincerely, 
Auan 8S. KELLY. 


Mr. Frazier. I would also like to file a letter from Glenn W. 
Woodlee, chancellor of the 12th chancery division, Dayton, Tenn., 
which reads: 


JANUARY 30, 1956. 
Hon. James B. Frazier, Jr., 
Member of Congress, 
House Office Building, Washington, D. C. 

DEAR CONGRESSMAN: I am writing you in the interest of Mrs. Ott Ault, of 
Pikeville, Tenn., who is interested in the enactment of bill H. R. 4124, which you 
introduced in the House February 16, 1955. 

It would be presumptuous for me to discuss the merits of this bill with you who 
introduced it, so I am writing solely for the purpose of asking you to work for the 
enactment of this law which to me appears fair and reasonable. 

With all good wishes to you and yours, I am 

Sincerely vours, 
GLENN W. WoobLee. 


[ would also like to file a letter from George M. Moore, Commis- 
sioner, United States Civil Service Commission, in regard to Mr. 
Ault’s application for retirement, which is self-explanatory, in which 
he says: 

AuGust 16, 1954. 
Hon. James B. Frazier, Jr., 
House of Representatives. 

DEAR CONGRESSMAN: This is in reference to the retirement case of Otto T. 
Ault, which we discussed in my office this morning. 

Mr. Ault resigned from the service on January 17, 1953, after having served as 
assistant United States attorney and United States attorney for 13 years and 9 
months. He was at that time just past 60 years of age and therefore ineligible to 
retire. 

Section 7 of the Retirement Act provides that an employee who is separated 
after having completed at least 5 vears of civilian service, and before becoming 
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eligible for retirement, may receive an annuity upon reaching age 62. It was 
under this section of the act that Mr. Ault acquired eligibility for an annuity, 
payable to him at age 62. 

Section 4 of the act covers the computation of annuities. This section permits 
an employee who is eligible for annuity, other than one allowed under section 7 
of the act, to take a reduced annuity and thus provide an annuity for the widow. 
Section 4 states specifically ‘“‘any officer or employee retiring under the provisions 
of section 1, 2, or 6 of the act may, at the time of retirement, elect to receive in 
lieu of the life annuity described herein a reduced annuity and an annuity after 
death to his or her surviving widow or widower * * *.’’ 

Mr. Ault died before he became eligible for his annuity, but the right of his 
widow is based on his right when he separated from the service. As he could not 
provide an annuity for her when he would have been eligible for his own annuity, 
she is entitled only to the retirement deductions taken from his salary, with in- 
terest. Included in the lump-sum payment which will be made to Mrs. Ault will 
be the deposit he made of $432.70, covering service before he became subject to 
the Retirement Act. 


We have sent an application for payment of the lump sum to Mrs. Ault. 
Sincerely, 
Grorce M. Moore. 

That completes all the exhibits I wish to file. 

Mr. Downy. If there is no objection, all of them will be made a 
part of the record. 

Mr. Frazier. As I say, Mr. Ault’s total Government service cov- 
ered a period of 15 years and 7 months. He had 1 year and 9 months 
and 7 days in the Artillery and 13 years, 9 months, and 27 days as 
assistant United States attorney and as United States attorney. 

Mr. ALEXANDER. A total of 

Mr. Frazier. Fifteen vears and 7 months. 

Mr. ALExANDeER. That is as United States attorney, plus his Army 
service? 

Mr. Frazier. No; he had 13 years, 9 months, and 23 days as 
assistant United States attorney and United States attorney. I think 
he served 9 years as assistant and something over 4 years as United 
States attorney. Then he had a year, 9 months, and 7 days in the 
Army, which made his total service 15 vears and 7 months: 

As I have stated and as shown by the exhibits I have filed, he made 
application for his retirement. It was denied by the Civil Service 
Commission as shown by the exhibit because he had not reached the 
age of 62. He was 61 years, 8 months, and 27 days of age when he 
died, which was practically 3 months and 3 davs before he would 
have been able to draw his annuity. 

Mr. ALEXANDER. Were there any questions of eligibility other than 
age? 

Mr. Frazier. Nothing at all. I talked personally with Mr. Moore 
and several other people down there at the Civil Service Commission 
and, frankly, when I went to see Mr. Moore he thought he was entitled 
to it, having had 15 vears service. But then they had one of their 
experts check the matter and he came back with the proposition that 
he could not request this reduced annuity until he was actually eligible 
to draw the annuity himself. In other words, he was just in status 
quo between the time he retired and the time he would have become 62. 

Mr. Atexanper. If he had been 62, could he have requested what 
you have asked for in this bill? 

Mr. Frazier. He could. TI believe that is what they said. 

Mr. Downy. I do not think there is any question about it. 

I might say this is a bill that will cover everybody who is like sit 
uated and Mr. Frazier is just giving us an example. 


ret wsdl 


AMENDING CIVIL SERVICE RETIREMENT ACT 7 


Mr. ALEXANDER. I understand that; but that is what worries me 
more than anything else—how broad it is. Could you give us an idea 
of how many it would cover? 

Mr. Frazirr. I did not think the way this bill was drawn that any- 
body would be covered except this particular lady, Mrs. Ault. Of 
course, it is an amendment to the retirement system, but it is limited 
to a specific time. 

Mr. Gross. To July 1, 1954. 

Mr. Frazier. Yes. 

Mr. Jounson. It would be effective into the future? 

Mr. Gross. It would pick up everyone similarly situated. 

Mr. Frazier. In the future. 

Mr. Gross. No; it would even go back to July 1, 1954, and pick 
up everyone similarly situated. 

Mr. Jounson. Everybody who has perfected a request, with entitle- 
ment to a deferred annuity, would be entitled to the benefits of this 
bill. 

Mr. Frazizr. I did not so understand it at the time I filed the bill 
because of making the date it should take effect as July 1, 1954, and 
paragraph (b) reads 

No annuity shall be payable by reason of the enactment of this Act for any 
period prior to the first day of the first month following the date of enactment 
of this Act. 

I was thinking at the time I filed the bill that it would just take in 
anybody who happened to be in that particular period there. 

Mr. ALExANDER. Would not that statement there under (b) of 
section 2 get around what you are trying to do 
No annuity shall be payable by reason of the enactment of this Act for any period 
prior to the first day of the first month following the date of enactment of this 
Act. 

Suppose we enacted it now? 

Mr. Downy. That means no retroactive payments. 

Mr. Frazier. That is what I was driving at. You see, this man 
died on July 6, 1954. 

Mr. Gross. Your bill, then, is in the nature of a private bill, or you 
thought it was in the nature of a private bill? 

Mr. Frazier. We all thought it was in the nature of a private bill. 

To be entirely frank with you, the Civil Service Commission and the 
Executive Office of the President, the Bureau of the Budget, I believe 
both object to the enactment of this bill. For instance, in the state- 
ment of Mr. Young, which you have in your file, I believe, he says: 

Section 7 provides that an employee separated with 5 or more years’ civilian 
service shall have title to a deferred annuity beginning the first of the month 
following his attaining age 62, or following separation if then age 62 or over. The 
right to elect a reduced annuity to provide survivorship benefits for a surviving 
spouse does not attach in such case. Should the separated employee die before 
reaching age 62 and without having filed annuity claim, there would be payable 
only his retirement contributions, with interest, to his named beneficiary, spouse, 
children, parents, executor or administrator, or other next of kin, in that order 
of precedence. 

That is what they held and they had about 3 months in there. 
Although he had filed claim, as shown by his letter there, asking for 
an annuity when he became 62 and a reduced annuity for his wife, 
they held in this letter which you have in your files that be was not 
eligible because he had not reached : age 62 
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I feel this legislation should be enacted not only for the benefit of 

this particular surviving widow, but for the benefit of a great many 

other people who may be in the same situation in the future. And 

since I introduced the bill, I have had a number of letters from widows 
who have found themselves in the same situation. And the chair- 
man here stated a while ago that he had a letter stating that the man 
had died only 3 minutes before when he would have been entitled if 
he had lived just a few minutes longer. And it seems some legislation 

should be enacted to enable an employee, when he goes under this 
retirement system and they begin to deduct his payments of his 
salary, to designate. Why should not he be allowed to set out he 
wants to take a reduced annuity and, on his death, have his wife take 
the annuity that is provided. 

Mr. Downy. At that time, or at any time during his lifetime. 

Mr. Frazier. Yes. The fellow is liable to die at any time and the 
same situation applies to Members of Congress here, for instance. 

Right today, if Mr. Alexander, for instance, who is a young man, and 
so is our chairman, should come up here at the age of 40 and serve 10 
years in the House of Representatives, having the deductions made 
for his retirement, and he then goes out at the end of 10 years and 
before he becomes 62 he dies, his widow will get nothing back except 
just the amount he paid in, plus 4 percent. And I do not think that is 
a fair and proper manner in which the retirement fund should be 
handled. 

[ hope you gentlemen will give this careful study. As I say, the 
Civil Service Commission objects to it and I think the Bureau of the 
Budget, because they said it will cost too much money. I think that 
was the reason for their objection. But I do believe it would render 
just ice. 

It was certainly what this man intended. He was an assistant 
United States attorney when the act went into effect, which I believe 
was in 1941, and he went back thinking he was setting up a reduced 
annuity for his wife and paid the back payments from the time he 
came in in order to make his retirement cover his full service. 

I thank you very much for the courtesy you have extended me. I 
hate like everything to impose upon you at this late time in the 
session. 

Mr. Dowpy. That is all right; we just could not get to it any 
sooner 

Do j you have any questions, Mr. Gross? 

Mr. Gross. I do not have any questions. I think something ought 
to be done with respect to cases of this kind. 

Mr. Dowpy. It seems to me the situation should be remedied in 
some way. 

Mr. Gross. I am not clear at the moment as to just what should 
be done to take care of everyone similarly situated. 

Mr. Frazier. Frankly, when the legislation was introduced, I had 
this particular person in mind. I did not know there were so many 
others who were in a like situation. 

Mr. Gross. In several million people, you will find it is not an ex- 
ception. I mean there is not just one exception to anything. 

Mr. Frazier. Thank you very much. I do appreciate your giving 
me this hearing. 
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Mr. Downy. Without objection, I think it would be well to make 
a part of the record the report of the Civil Service Commission, 
together with the report from the Bureau of the Budget. 

(The reports above referred to are as follows:) 


UnitTep States Civit Service COMMISSION, 


Washington, D. C., December 12, 1955, 
Hon. Tom Murray, 


Chairman, Committee on Post Office and Civil Service, 
House of Representatives, Old House Office Building. 


Dear Mr. Murray: I am referring further to your letter of February 22, 1955, 
relative to H. R. 4124, a bill to amend the Civil Service Retirement Act of May 
29, 1930, to provide annuities for widows of officers and employees separated from 
the service with title to deferred annuity who dies before having established 
a valid claim for annuity. 

Under existing law, if an employee dies after completing at least 5 years’ 
civilian service leaving a widow as defined therein, such widow is entitled to 
annuity beginning the first of the month following. (1) her attainment of age 50 
or (2) her husband’s death if she has then attained that age. The widow’s rate is 
equal to one-half the annuity the employee would have received had he retired 
under the disability provision of the law as of his date of death. This widow’s 
annuity benefit does not attach should her husband die after he has been separated 
from the service. 

An employee retiring on immediate annuity, with at least 15 years’ service 
or for disability, may elect a reduced rate for himself carrying with it a survivor 
annuity to his widow; the same right is available to a retiring female employee 
who wishes to name her husband as survivor annuitant. The survivor’s benefit in 
such case, equal to one-half of the retiring employee’s unreduced annuity rate, 
begins the first of the month following (1) the widow’s or widower’s attaining 
age 50 or (2) the retired employee’s death if the survivor is then age 50 or over. 
This right is not available to a separated employee entitled only to a deferred 
annuity under section 7 of the Retirement Act. 

Section 7*provides that an employee separated with 5 or more years’ civilian 
service shall have title to a deferred annuity beginning the first of the month 
following his attaining age 62, or following separation if then age 62 or over. 
The right to elect a reduced annuity to provide survivorship benefits for a sur- 
viving spouse does not attach in such case. Should the separated employee die 
before reaching age 62 and without having filed annuity claim, there would be 
payable only his retirement contributions, with interest, to his named beneficiary, 
spouse, children, parents, executor or administrator, or other next of kin, in that 
order of precedence. 

The bill would retain the present bar against a deferred annuity applicant 
selecting the reduced annuity with benefit to surviving widow, but would allow 
the widow to elect a survivor annuity should the separated employee die before 
reaching age 62 and without having filed annuity claim. The beginning date 
and the amount of annuity would be the same as though the employee died in 
service; the widow’s annuity would be one-half of her husband’s rate, computed 
under the law in effect at time of separation as if he had then retired for disability, 
and would begin on the first day of the month following the widow’s attainment 
of age 50 or following the separated employee’s death, whichever is the later. 
Should a lump-sum settlement he selected by the widow, she would receive the 
payment rather than a bereficiary v hich her husband might have named. 

The bill would be effective July 1, 1954, thereby operating in the case of any 
such separated employee who died on or after that date, but no annuity would be 
pavable prior to the first of the month following enactment. If the lump sum 
has already been paid to the widow in any such case, she must redeposit the 
amount involved v ith interest as a condition precedent to receipt of the annuity. 

The Commission is unable to favor this proposal. The civil service retirement 
system is a staff pension plan designed to benefit career Federal employees as well 
as their survivors under certain conditions. Where a career employee’s service is 
interrupted because of his death, justification exists for the allowance of propor- 
tionate annuity benefits to his dependent widow. However, after the employee 
leaves Federal service, and presumably enters other employment or conducts his 
own business. we see no obligation whatsoever on the Government's part as regards 
the support of his widow during the remainder of her life. This bill proposes a 
purely social measure which would be foreign to the concept of the retirement 
System. 
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Enactment of this bill would increase the normal cost by 0.14 percent of payroll 
or $13 million annually and would increase the deficiency cost by 0.09 percent of 
payroll or $8 million annually. Thus the total cost would be increased by 0.23 
percent of payroll or $21 million annually. The deficiency would be increased 
immediately by $260 million, 

The Commission accordingly recommends adverse action on this bill. 

In connection with a duplicate bill, 5. 1424, the Bureau of the Budget advised 
there would be no objection to the submission of this report to the committee. 

By direction of the Commission: 

Sincerely yours, 


Puitie Younc, Chairman. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., November 10, 1955. 

My Dear Mr. CxHarrMan: Reference is made to your letter of February 22, 
1955, requesting the views of the Bureau of the Budget on a bill, H. R. 4124, 
to amend the Civil Service Retirement Act of May 29, 1930, to provide annuities 
for widows of officers and employees separated from the service with title to 
deferred annuity who dies before having established a valid claim for annuity. 

H. R. 4124 would permit the widow of an employee who separated from the 
service with title to an annuity beginning at age 62 and who subsequently died 
before reaching age 62, to elect either an annuity beginning at age 50 equal to 
the annuity provided by current law for the widows of employees dying in service, 
or a refund of the emplovee’s retirement account plus interest. At present the 
survivor or beneficiary of an employee who is separated with title to a deferred 
annuity beginning at age 62 and who dies before his deferred annuity can begin 
s entitled only to a refund of the employee's retirement account plus interest. 
If there were no surviving widow, other survivors would be entitled to a refund 
of the employee’s retirement account as prescribed in current law. The bill 
would be effective July 1, 1954, and thus would permit the widow of a former 
enployee who died since that date, and who had subsequently received a refund 
of the emplovee’s retirement account to elect an annuity upon redeposit of such 
refund. 

The bill would thus afford a separated employee the survivorship protection 
provided the career employee, and would depart from the underlying purpose of 
a staff retirement system, which is to retain the services of qualified employees 
through making continued employment attractive. The bill would provide 
protection even when services are no longer being rendered the Federal Govern- 
ment but are being rendered some other employer, or perhaps on the basis of 
self-employment. A basie concept of the Retirement Act is that the benefits 
constitute compensation, in varying forms, for services rendered. 

Accordingly, the Bureau of the Budget recommends against favorable con- 
sideration of H. R. 4124. 

Sincerely yours, 
Percy Rappaport, Assistant Director. 


(The subcommittee thereupon adjourned.) 
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